
2008

* Annualized returns
Last

Month
Last

3 Months
Last

1 Year
Last 

3 Years*
Last 

5 Years*
0.63% 1.66% 6.47% 5.19% 4.68%

CW TBA + CW Cash 0.66% 1.78% 6.97% 5.44% 4.84%
Merrill Lynch Mortgage Maste 0.84% 1.96% 7.14% 5.58% 4.87%

Portfolio Guideline: Clearwater Min Max Compliance
ok

3.76 3.56 ◄ ML Mtge ok
B2b.    Number of securities 6 5 30 ok
Cash position covers TBA positions (in $ millions) Cash 173.7$            

TBA positions 170.1$            ok

Gained: 0 -$                 
Lost: 0 -$                 

Reason(s):

Total Market Value ($m):

A1.     The account shall consist solely of dollar denominated TBA mortgage securities

Account Turnover

B2a.    Effective duration +/- 10% of index

The mortgage TBA portfolio consists of "To Be Announced" mortgage-backed securities. These are pools of mortgages
which are yet to be issued and can be purchased without immediate cash payment. PERSI requires a cash balance large
enough to cover all TBA positions, thus, this portfolio will tend to maintain a high cash position The "TBA + CW Cash"
performance includes the excess returns over Mellon STIF generated by the Clearwater Cash portfolio.

The portfolio is in compliance with all other aspects of the Portfolio Guidelines

N/A

Number of Accounts:
Total Market Value ($m):Number of Accounts:

Organizational/Personnel Changes

Manager Explanations for Deviations from Portfolio Guidelines
There were no deviations.

Clearwater Advisors, LLP
Mortgage TBAs:  Merrill Lynch Mortgage Master Benchmark

Manager Style Summary

Manager Performance Calculations

Performance Attribution & Strategy Comments

Clearwater (CW) TBA

For the month of:  September

Portfolio Guideline Compliance

Short end rates moved down significantly in September, 30 basis points in the 6 month space and 77 
bps for 3 months. Two year swap spreads widened by about 50 basis points to a near record of 145 
bps. Fed funds futures show a 100% probability of at least 25 bps cut by the October meeting. 
Investors are eagerly awaiting news from Congress to see if the $700 billion bailout passes. It seems 
likely to pass at this point but it remains to be seen what effect it will have on the markets.
The 5-10 year Treasury Index returned .325%.  The TBA portfolio under performed the Merrill Lynch
Mortgage Master Index due to overweight to FNCI 6.0s which were among the wost performers for 
the month.

Yes No



2008

* Annualized returns
Last

Month
Last

3 Months
Last

1 Year
Last 

3 Years*
Last 

5 Years*
0.25% 0.66% 3.81% 4.71% 3.62%

-0.05% 0.42% 3.88% 4.72% 3.57%

Portfolio Guideline: Clearwater Min Max Compliance
100%
0% 0% 100% ok

16% 0% 100% ok
2% 0% 100% ok
0% 0% 60% ok
0% 0% 40% ok
3% 0% 100% ok

80% 0% 100% ok
ok

B2c.    Effective Duration <=18 months 1 18 ok
29 10 50 ok

B3a.    Allocation of corporate securities to one issuer 4% 5% ok

B2a.   Sector Allocations:

Asset Backed Securities (ABSs)

Treasuries
Agencies

B2b.    Quality:  Securities must be rated investment grade by S&P or Moody's at time of purchase

Clearwater Advisors, LLP
Cash: 90-Day LIBOR

Manager Explanations for Deviations from Portfolio Guidelines

B2d.    Number of securities

Mortgage Backed Securities (MBSs)
Corporates

Commercial Paper
Cash

The portfolio is in compliance with all other aspects of the Portfolio Guidelines

The enhanced cash portfolio was created with the expectation that the portfolio will generate returns similar to, or in
slight excess of, the Mellon Short-Term Investment Fund (STIF), while providing PERSI with an increased level of
transparency into the cash portfolio.  

For the month of:  September

Manager Performance Calculations

Clearwater - PERSI STIF
ML 3 Month LIBOR

Performance Attribution & Strategy Comments
The events of September have caused investors to carefully reevaluate their portfolios’ liquidity and safety as even 2a-7
Money Market Funds—once considered one of the safest asset classes—faltered. Risk aversion pushed yields on short term
T-bills into negative territory on more than two occasions, and the yield curve as measured by the spread between 2yr and
10yr notes steepened 42 bp by month’s end from 144 bp to186 bp. 3 Month LIBOR rose 124 basis points while the yield on
the 2 year treasury yield fell 41 basis points. Expectations of the Fed tightening this year have fallen to a 0% probability
and now a 100% probability is priced in for at least a 50 basis point cut at the October 29th meeting. Given the extreme
market conditions, we are increasing our allocation to agencies while we re-evaluate the liquidity strength of various
sectors.

Portfolio Guideline Compliance

Manager Style Summary

Yes No


